Treasury OK's Big Pay Raises For GM 



by MARCY GORDON | ASSOCIATED PRESS | SEPTEMBER 24, 2014 




The U.S. Treasury Department continued to approve "excessive" pay raises for top executives at 
General Motors and its former consumer finance arm, both of which received taxpayer-funded 
bailouts during the financial crisis, a new government report says. 



The government watchdog that oversees the $475 billion bailout said Treasury approved cash salaries 
exceeding $500,000 last year for 16 of the 47 top executives at General Motors Corp. and Ally 
Financial Inc. Treasury allowed total pay packages, including company stock, of at least $1 million for 
every top executive at the two companies, according to the report released Wednesday by the special 
inspector general for the Troubled Asset Relief Program. 

It said the government approved $3 million in pay raises, from 4 percent to 20 percent, for nine GM 
executives, most of whom had previously received raises several years in a row. The government sold 
its last shares of GM in December. 

"Treasury loosened its own pay restrictions for senior executives at General Motors and Ally Financial 
year after year, even as taxpayer losses in these companies mounted," Christy Romero, the special 
inspector general, said in a statement. "Treasury could be sending the message that much-needed 
reforms coming out of the financial crisis are no longer necessary or required in exchange for TARP 
dollars." 

A report issued in April by Romero estimated that taxpayers lost $1 1 .2 billion on the GM bailout, up 
from a previous estimate of $10.5 billion. The automaker needed the $49.5 billion in aid to survive its 
2009 bankruptcy restructuring. GM went public again in November 2010. 

GM has faced intense scrutiny this year over its failure to correct an ignition- switch defect in small cars 
for more than a decade, even as it learned of fatal crashes. The company recalled 2.6 million cars this 
year to replace the switches. It has been under investigation by Congress and the Justice Department. 

Detroit-based Ally, formerly called GMAC Inc., was the auto loan and mortgage arm of GM until it 
was taken over by the government in the 2008 bailout. Ally has repaid $18 billion, or about $875 



million more than the $17.2 billion in aid it received. The company went public again in April. 
Treasury sold a chunk of its stock and raised $2.38 billion in the offering. 



The government currently owns a 13.8 percent stake. The new report estimates that taxpayers lost $1.8 
billion on sales of Ally stock. 

President Barack Obama said last year that top executives at the seven companies that received the 
biggest bailouts would have their annual cash salaries capped at $500,000. Any additional 
compensation would come from company stock that can't be cashed in until the companies repay their 
bailouts. 

The report said Treasury failed to comply with that limitation in approving executive pay for GM and 
Ally executives in 2013. Treasury put only a "minimal" amount of restricted stock into pay packages 
last year and eliminated it completely from 2014 packages, it said. 

Patricia Geoghegan, the Treasury official who approved the raises, disputed the report's findings. 
Geoghegan said that for all the seven companies receiving the most aid, Treasury has had to find a 
balance between limiting compensation and approving pay packages that are competitive with 
executives in similar jobs. 

The government gave $352 billion in aid to those companies and recovered $377.6 billion, according to 
Treasury. 

In a statement, Geoghegan said "the record shows that (her office) has fulfilled its obligation to 
balance limiting executive compensation with allowing companies to repay taxpayer assistance. 
Pay packages for the top 25 employees at each of those companies have been restricted so long as 
the company remained in TARP." 

In a letter to Romero, Geoghegan said that on average, the top 25 pay packages for Ally executives for 
2014 are 17 percent cash and 83 percent stock, compared with a median for similar positions at similar 
companies of 5 1 percent cash and 49 percent stock. 

On average, she said, 81 percent of executive pay at Ally and GM for 2013 was in the form of company 
stock, not cash. That means "the ultimate value" of most of the pay of top executives depends on the 
company's future performance, generally over three years, she wrote. The CEOs of GM and Ally didn't 
receive pay raises while they were under Treasury's supervision, Geoghegan said. 



GM said in a statement that it is grateful for the taxpayer aid it received. "While the U.S. Treasury 
owned GM stock and ever since, we have worked to align executive compensation with the long-term 
interests of stockholders and we will continue to do so," the automaker said. 

Ally said its executive compensation complies with government requirements for companies that 
received bailouts. More than 97 percent of Ally shareholders voted in July to approve its executive pay 
structure, the company said. 

Billionaires Are Hoarding Mountains Of Cash, 
Survey Shows 



by NBC NEWS | SEPTEMBER 23, 2014 




Billionaires are holding mountains of cash, offering the latest sign that the ultra-wealthy are nervous 
about putting more money into today's markets. According to the new Billionaire Census from Wealth- 
X and UBS, the world's billionaires are holding an average of $600 million in cash each — greater than 
the gross domestic product of Dominica. That marks a jump of $60 million from a year ago and 
translates into billionaires' holding an average of 19 percent of their net worth in cash. 
"This increased liquidity signals that many billionaires are keeping their money on the sidelines and 
waiting for the optimal moment to make further investments," the study said.Indeed, billionaires' cash 
holdings far exceed their investments in real estate. Their real-estate holdings average $160 million per 
billionaire, or about one-fifth of their cash holdings. 

Simon Smiles, chief investment officer for Ultra High Net Worth at UBS Wealth Management, said that 
the billionaire families and family offices he talks to are focused largely on the same question: What to 
do with all their cash. 



Two Shocking Charts Expose The Stunning 
Collapse In The U.S. 



by ERIC KING | KING WORLD NEWS | SEPTEMBER 23, 2014 

There is too much debt in the economy that cannot be serviced 

"The key point is why it is unable to service this debt, which is declining traffic. 

The Financial Times put it this way: "The fall in traffic volumes on U.S. roads since 2004 has undercut 
the financial assumptions behind a series of deals devised in the middle of last decade during an 
infrastructure investment boom." Note that the FT mentions "U.S. roads" in the plural because what is 
happening in Indiana is not unique. It is happening across the United States. 

The bankruptcy of this Indiana company confirms what a seven-year decline in gasoline sales is 
illustrating: People are driving less. 

LIS. Total Gasoline Retail Sales by Refiners 

Thousand Gallons per Day 

75,000 



30 000 



25,000 




1&5 t&) 19'95 2C0Q 2005 2010 



— U.S. Mai Gasoline ftaiail Sales hy Refine rs 



The key to interpreting what is happening with this road in Indiana is understanding the bigger picture. 
So is this decline, as the Financial Times says, because "economic and lifestyle changes have prompted 
people to use cars less"? Or is it just another clear indicator of a declining workforce driving fewer 
miles in a weak economy, which has also stretched consumer budgets so they are driving less? 

I think the latter, particularly when considering the growth in population. The decline in gas sales no 
doubt reflects, in part, increased fuel efficiency. But if gas sales per person were illustrated when 
looking at the total population, the decline would be even more dramatic. 

There is no doubt about it — Americans are driving less. This has reduced the country's demand for 
gasoline. It has also reduced what governments take in each year from the gas tax. This is also an 



important point. The federal gas tax has not been raised since 1993. So declining fuel sales have 
brought the Highway Trust Fund — yet another government fund — to insolvency. 

As the following chart shows, the US Department of Transportation is saying the fund is running out of 
money. 
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Now what does all of this have to do with the precious metals? Basically it underlies the key reason for 
owning physical gold and silver. 

There is too much debt in the economy that cannot be serviced. This is what the creditors of this 
bankrupt Indiana company are finding out. The price of financial assets has been forced up by all this 
debt, which in turn is making gold and silver relatively cheap. It is this point that we should be 
focusing on after last week's drubbing, as the precious metals return to the chore of base building. Also 
note that although silver made a new low price in its now 3 /4-year correction, gold is still holding well 
above the $1,180 low it made in June 2013. This divergence is a sign that the precious metals are 
oversold and due for a bounce." 

Fiat Empire: Why The Federal Reserve Violates The U.S. 
Constitution VIDEO BELOW 
http://www.youtube.com/watch?v=5K41Q2QfpjA 
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